State of Arizona
Debt & Cash Update
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Un:=Constitutional ' Budget DelicItS?

Appears the General Fundwill'run'a negative balance for the
Second consecutive year.due to furtherrevenue declines and lack
ofisubstantial’budget reductions durng the current Eiscal Year.

Joint Legisiative Budget:Committee updated balance sheet:
o EY2009 deficit-ofi$450'million
o Y2010 deficit ofi$150 million’ (our forecastis $85 million)

However the audited Comprenensive Annual Einancial' Reportfor
EY 2009 was justireleased andiit-places the general fundideficit at
$Or8millionfor;June 30; 2009.

We have asked GAOTor a crosswalkibetween the $978 million
audited number. & the $450 million estimate from Feb 2010

So whilethere s improvement; itis unclearif:consecutive deficits
of this magnitude are allowed under the State’s Constitution.
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A Decade off State Budgets
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A Decade off State Budgets

Structural
Balance

On-going spending reduced
ONLY by $207 million
from peak in FY2009
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Beginning of
Recession

Spending has increased
from beginning of the
recession by $299 million
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Moody’s Negative Credit Outiook

e lndependent:Credit: Rating
Agency Moody’s recently
continuUed Its negative credit
outieekifor Arizona CIting:

s “reliance on non-recurring budget

soelutions causing significant
structural budget imbalance:”
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State IOU’s (TWNS)

e [0 date Y10 lireasurer Warant
NOtES ISSUEM tO COVEN: State
SPENAING IN'EXCESS Ofi revenues:
$86.5 brllion

e Average interest: 0.93%
e Interest Cost: $3.5 million




State IOU’s (TWNS)

e EXpected additicnal IMVNS Tor
remaining EY10: approx. 2 dozen

o State will'centinue to rely:oni IWWNS
untilfDepartment eif Administration
ClOSEsS the sale ofithe Lottery and
remaining state buildings for $750
millien.




State IOU’s (TWNS)

e External TWWIN facility 1S Up oy,
renewal.

e Renewal hasibeen delayed due to
the extremely late Comprenensive
AnnuallEinancial Report due from
GAO on March 315t butenly
released iuesday.
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State IOU’s (TWNS)

e FY 2011 has four cash fiow
scenaros

o \May 18" taX INCIEASE PASSES

e \May 18" tax InCrease fails

e November ballot referrals pass
e Novemper ballot referrals fail




May:PASS & November,PASS
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May FAILL & NovemberRPASS
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May FAILL & INovember, FAILL
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Option provided to smooth K-12 Insufficient Funds
payments (NOT included in I0U's to vendors /

$1'000,000 budget, significantly reduced public possible
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May:PASS & November:FAIL
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